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CHAPTER 103

_______________

PROBATE, TRUSTS, AND FIDUCIARIES
_______________

SENATE BILL 95-121

BY SENATOR Meiklejohn;

also REPRESENTATIVES George, Kaufman, Schauer, and Swenson.

AN ACT
CONCERNING THE DUTIES OF TRUSTEES WITH RESPECT TO INVESTMENTS, AND, IN CONNECTION

THEREWITH, ADOPTING THE "COLORADO UNIFORM PRUDENT INVESTOR ACT".

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1.  Title 15, Colorado Revised Statutes, 1987 Repl. Vol., as amended,
is amended BY THE ADDITION OF A NEW ARTICLE to read:

ARTICLE 1.1
Uniform Prudent Investor Act

15-1.1-101.  Prudent investor rule. (a)  EXCEPT AS OTHERWISE PROVIDED IN
SUBSECTION (b) OF THIS SECTION, A TRUSTEE WHO INVESTS AND MANAGES TRUST
ASSETS OWES A DUTY TO THE BENEFICIARIES OF THE TRUST TO COMPLY WITH THE
PRUDENT INVESTOR RULE SET FORTH IN THIS ARTICLE.

(b)  THE PRUDENT INVESTOR RULE, A DEFAULT RULE, MAY BE EXPANDED,
RESTRICTED, ELIMINATED, OR OTHERWISE ALTERED BY THE PROVISIONS OF A TRUST.
A TRUSTEE IS NOT LIABLE TO A BENEFICIARY TO THE EXTENT THAT THE TRUSTEE
ACTED IN REASONABLE RELIANCE ON THE PROVISIONS OF THE TRUST.

15-1.1-102.  Standard of care - portfolio strategy - risk and return objectives.
(a)  A TRUSTEE SHALL INVEST AND MANAGE TRUST ASSETS AS A PRUDENT INVESTOR
WOULD, BY CONSIDERING THE PURPOSES, TERMS, DISTRIBUTION REQUIREMENTS, AND
OTHER CIRCUMSTANCES OF THE TRUST.  IN SATISFYING THIS STANDARD, THE TRUSTEE
SHALL EXERCISE REASONABLE CARE, SKILL, AND CAUTION.

(b)  A TRUSTEE'S INVESTMENT AND MANAGEMENT DECISIONS RESPECTING
INDIVIDUAL ASSETS MUST BE EVALUATED NOT IN ISOLATION BUT IN THE CONTEXT OF
THE TRUST PORTFOLIO AS A WHOLE AND AS A PART OF AN OVERALL INVESTMENT
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STRATEGY HAVING RISK AND RETURN OBJECTIVES REASONABLY SUITED TO THE TRUST.

(c)  AMONG CIRCUMSTANCES THAT A TRUSTEE SHALL CONSIDER IN INVESTING AND
MANAGING TRUST ASSETS ARE SUCH OF THE FOLLOWING AS ARE RELEVANT TO THE
TRUST OR ITS BENEFICIARIES:

(1)  GENERAL ECONOMIC CONDITIONS;

(2)  THE POSSIBLE EFFECT OF INFLATION OR DEFLATION;

(3)  THE EXPECTED TAX CONSEQUENCES OF INVESTMENT DECISIONS OR STRATEGIES;

(4)  THE ROLE THAT EACH INVESTMENT OR COURSE OF ACTION PLAYS WITHIN THE
OVERALL TRUST PORTFOLIO, WHICH MAY INCLUDE FINANCIAL ASSETS, INTERESTS IN
CLOSELY HELD ENTERPRISES, TANGIBLE AND INTANGIBLE PERSONAL PROPERTY, AND
REAL PROPERTY;

(5)  THE EXPECTED TOTAL RETURN FROM INCOME AND THE APPRECIATION OF
CAPITAL;

(6)  OTHER RESOURCES OF THE BENEFICIARIES;

(7)  NEEDS FOR LIQUIDITY, REGULARITY OF INCOME, AND PRESERVATION OR
APPRECIATION OF CAPITAL; AND

(8)  AN ASSET'S SPECIAL RELATIONSHIP OR SPECIAL VALUE, IF ANY, TO THE
PURPOSES OF THE TRUST OR TO ONE OR MORE OF THE BENEFICIARIES.

(d)  A TRUSTEE SHALL MAKE A REASONABLE EFFORT TO VERIFY FACTS RELEVANT
TO THE INVESTMENT AND MANAGEMENT OF TRUST ASSETS.

(e)  A TRUSTEE MAY INVEST IN ANY KIND OF PROPERTY OR TYPE OF INVESTMENT
CONSISTENT WITH THE STANDARDS OF THIS ARTICLE.

(f)  A TRUSTEE WHO HAS SPECIAL SKILLS OR EXPERTISE, OR IS NAMED TRUSTEE IN
RELIANCE UPON THE TRUSTEE'S REPRESENTATION THAT THE TRUSTEE HAS SPECIAL
SKILLS OR EXPERTISE, HAS A DUTY TO USE THOSE SPECIAL SKILLS OR EXPERTISE.

15-1.1-103.  Diversification. A TRUSTEE SHALL DIVERSIFY THE INVESTMENTS OF
THE TRUST UNLESS THE TRUSTEE REASONABLY DETERMINES THAT, BECAUSE OF
SPECIAL CIRCUMSTANCES, THE PURPOSES OF THE TRUST ARE BETTER SERVED WITHOUT
DIVERSIFYING.

15-1.1-104.  Duties at inception of trusteeship. WITHIN A REASONABLE TIME
AFTER ACCEPTING A TRUSTEESHIP OR RECEIVING TRUST ASSETS, A TRUSTEE SHALL
REVIEW THE TRUST ASSETS AND MAKE AND IMPLEMENT DECISIONS CONCERNING THE
RETENTION AND DISPOSITION OF ASSETS, IN ORDER TO BRING THE TRUST PORTFOLIO
INTO COMPLIANCE WITH THE PURPOSES, TERMS, DISTRIBUTION REQUIREMENTS, AND
OTHER CIRCUMSTANCES OF THE TRUST, AND WITH THE REQUIREMENTS OF THIS
ARTICLE.
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15-1.1-105.  Loyalty. A TRUSTEE SHALL INVEST AND MANAGE THE TRUST ASSETS
SOLELY IN THE INTEREST OF THE BENEFICIARIES.

15-1.1-106.  Impartiality. IF A TRUST HAS TWO OR MORE BENEFICIARIES, THE
TRUSTEE SHALL ACT IMPARTIALLY IN INVESTING AND MANAGING THE TRUST ASSETS,
TAKING INTO ACCOUNT ANY DIFFERING INTERESTS OF THE BENEFICIARIES.

15-1.1-107.  Investment costs. IN INVESTING AND MANAGING TRUST ASSETS, A
TRUSTEE MAY ONLY INCUR COSTS THAT ARE APPROPRIATE AND REASONABLE IN
RELATION TO THE ASSETS, THE PURPOSES OF THE TRUST, AND THE SKILLS OF THE
TRUSTEE.

15-1.1-108.  Reviewing compliance. COMPLIANCE WITH THE PRUDENT INVESTOR
RULE IS DETERMINED IN LIGHT OF THE FACTS AND CIRCUMSTANCES EXISTING AT THE
TIME OF A TRUSTEE'S DECISION OR ACTION AND NOT BY HINDSIGHT.

15-1.1-109.  Delegation of investment and management functions. (a)  A
TRUSTEE MAY DELEGATE INVESTMENT AND MANAGEMENT FUNCTIONS THAT A
PRUDENT TRUSTEE OF COMPARABLE SKILLS COULD PROPERLY DELEGATE UNDER THE
CIRCUMSTANCES.  THE TRUSTEE SHALL EXERCISE REASONABLE CARE, SKILL, AND
CAUTION IN:

(1)  SELECTING AN AGENT;

(2)  ESTABLISHING THE SCOPE AND TERMS OF THE DELEGATION, CONSISTENT WITH
THE PURPOSES AND TERMS OF THE TRUST; AND

(3)  PERIODICALLY REVIEWING THE AGENT'S ACTIONS IN ORDER TO MONITOR THE
AGENT'S PERFORMANCE AND COMPLIANCE WITH THE TERMS OF THE DELEGATION.

(b)  IN PERFORMING A DELEGATED FUNCTION, AN AGENT OWES A DUTY TO THE
TRUST TO EXERCISE REASONABLE CARE TO COMPLY WITH THE TERMS OF THE
DELEGATION.

(c)  A TRUSTEE WHO COMPLIES WITH THE REQUIREMENTS OF SUBSECTION (a) OF
THIS SECTION IS NOT LIABLE TO THE BENEFICIARIES OR TO THE TRUST FOR THE
DECISIONS OR ACTIONS OF THE AGENT TO WHOM THE FUNCTION WAS DELEGATED.

(d)  BY ACCEPTING THE DELEGATION OF A TRUST FUNCTION FROM THE TRUSTEE OF
A TRUST THAT IS SUBJECT TO THE LAW OF THIS STATE, AN AGENT SUBMITS TO THE
JURISDICTION OF THE COURTS OF THIS STATE.

15-1.1-110.  Language invoking standard of article. THE FOLLOWING TERMS OR
COMPARABLE LANGUAGE IN THE PROVISIONS OF A TRUST, UNLESS OTHERWISE LIMITED
OR MODIFIED, AUTHORIZES ANY INVESTMENT OR STRATEGY PERMITTED UNDER THIS
ARTICLE: "INVESTMENTS PERMISSIBLE BY LAW FOR INVESTMENT OF TRUST FUNDS,"
"LEGAL INVESTMENTS," "AUTHORIZED INVESTMENTS," "USING THE JUDGMENT AND
CARE UNDER THE CIRCUMSTANCES THEN PREVAILING THAT PERSONS OF PRUDENCE,
DISCRETION, AND INTELLIGENCE EXERCISE IN THE MANAGEMENT OF THEIR OWN
AFFAIRS, NOT IN REGARD TO SPECULATION BUT IN REGARD TO THE PERMANENT
DISPOSITION OF THEIR FUNDS, CONSIDERING THE PROBABLE INCOME AS WELL AS THE
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PROBABLE SAFETY OF THEIR CAPITAL," "PRUDENT MAN RULE," "PRUDENT TRUSTEE
RULE," "PRUDENT PERSON RULE," AND "PRUDENT INVESTOR RULE."

15-1.1-111.  Application to existing trusts. THIS ARTICLE APPLIES TO TRUSTS
EXISTING ON AND CREATED AFTER JULY 1, 1995; EXCEPT THAT, AS APPLIED TO TRUSTS
EXISTING ON JULY 1, 1995, THIS ARTICLE GOVERNS ONLY DECISIONS OR ACTIONS
OCCURRING AFTER SAID DATE.

15-1.1-112.  Uniformity of application and construction.  THIS ARTICLE SHALL
BE APPLIED AND CONSTRUED TO EFFECTUATE ITS GENERAL PURPOSE TO MAKE
UNIFORM THE LAW WITH RESPECT TO THE SUBJECT OF THIS ARTICLE AMONG THE
STATES ENACTING IT.

15-1.1-113.  Short title. THIS ARTICLE SHALL BE KNOWN AND MAY BE CITED AS
THE "COLORADO UNIFORM PRUDENT INVESTOR ACT."

15-1.1-114.  Severability. IF ANY PROVISION OF THIS ARTICLE OR ITS APPLICATION
TO ANY PERSON OR CIRCUMSTANCE IS HELD INVALID, THE INVALIDITY DOES NOT
AFFECT OTHER PROVISIONS OR APPLICATIONS OF THIS ARTICLE WHICH CAN BE GIVEN
EFFECT WITHOUT THE INVALID PROVISION OR APPLICATION, AND TO THIS END THE
PROVISIONS OF THIS ARTICLE ARE SEVERABLE.

15-1.1-115.  Colorado changes to uniform act - specific statutes control - use
of term "trustee". (1) (a)  THE GENERAL ASSEMBLY RECOGNIZES THAT PERSONS,
CORPORATIONS, ENTITIES, OR STATE AGENCIES WHO HAVE RESPONSIBILITY FOR
INVESTING FUNDS MAY BE SUBJECT TO A STANDARD THAT IS SPECIFICALLY SET FORTH
IN OTHER STATUTES.  UNDER SUCH CIRCUMSTANCES, SUCH PERSONS, CORPORATIONS,
ENTITIES, OR STATE AGENCIES SHALL COMPLY WITH THE STANDARD OF INVESTMENT
SET FORTH IN THE OTHER STATUTE, AND THIS ARTICLE SHALL NOT MODIFY OR REPEAL
THAT STANDARD.

(b)  IN ADDITION, AS PROVIDED FOR IN SECTION 15-1-304.1, THIS ARTICLE SHALL
NOT APPLY TO THOSE PERSONS, CORPORATIONS, ENTITIES, OR STATE AGENCIES WHICH
WERE MADE SUBJECT TO THE PROVISIONS OF SECTION 15-1-304 BY SPECIFIC
REFERENCE IN ANOTHER STATUTE IN EXISTENCE PRIOR TO JULY 1, 1995.

(2)  AS USED IN THIS ARTICLE, "TRUSTEE" INCLUDES ORIGINAL OR SUCCESSOR
ADMINISTRATORS, SPECIAL ADMINISTRATORS, ADMINISTRATORS CUM TESTAMENTO
ANNEXO, EXECUTORS, GUARDIANS, CONSERVATORS, AND TRUSTEES, WHETHER OF
EXPRESS OR IMPLIED TRUSTS.

SECTION 2.  Part 3 of article 1 of title 15, Colorado Revised Statutes, 1987 Repl.
Vol., as amended, is amended BY THE ADDITION OF A NEW SECTION to read:

15-1-304.1.  Standard for investments on and after July 1, 1995 - "Colorado
Uniform Prudent Investor Act". (1)  ON AND AFTER JULY 1, 1995, WHEN
INVESTING AND MANAGING ASSETS, FIDUCIARIES SHALL BE GOVERNED BY THE
STANDARD FOR TRUSTEES SET FORTH IN THE "COLORADO UNIFORM PRUDENT
INVESTOR ACT", ARTICLE 1.1 OF THIS TITLE.

(2)  THIS SECTION SHALL NOT APPLY TO THOSE PERSONS, CORPORATIONS, ENTITIES,
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OR STATE AGENCIES WHICH WERE MADE SUBJECT TO THE PROVISIONS OF SECTION
15-1-304 BY SPECIFIC REFERENCE IN ANOTHER STATUTE IN EXISTENCE PRIOR TO JULY
1, 1995.

SECTION 3.  15-1-804 (2) (x), Colorado Revised Statutes, 1987 Repl. Vol., is
amended to read:

15-1-804.  Powers available. (2)  Subject to subsection (1) of this section, a
fiduciary has the power:

(x) (I)  To employ attorneys or other advisors to advise or assist the fiduciary in the
performance of his OR HER duties or, instead of acting personally, to employ one or
more agents to do any ministerial act required to be done by the fiduciary in the
performance of his OR HER duties;

(II)  IN ACCORDANCE WITH SECTION 15-1.1-109 OF THE "COLORADO UNIFORM
PRUDENT INVESTOR ACT", TO DELEGATE INVESTMENT AND MANAGEMENT FUNCTIONS
THAT A PRUDENT TRUSTEE OF COMPARABLE SKILLS COULD PROPERLY DELEGATE
UNDER THE CIRCUMSTANCES;

SECTION 4.  Official comments.  There may be included in the publication of
article 1.1 of title 15, Colorado Revised Statutes, as nonstatutory matter, following
each section of the article, the full text of the official comments to that section
contained in the official volume containing the official text of the "Uniform Prudent
Investor Act" issued by the national conference of commissioners on uniform state
laws, with any changes in the official comments or Colorado comments to correspond
to Colorado changes in the uniform act.  The comments shall be prepared by the
revisor of statutes and approved for publication by the committee on legal services.

SECTION 5.  Effective date.  This act shall take effect July 1, 1995.

SECTION 6.  Safety clause.  The general assembly hereby finds, determines, and
declares that this act is necessary for the immediate preservation of the public peace,
health, and safety.

Approved: April 21, 1995


